
ACTION: Docket Submittal for 
Docket No. NHTSA-2005-22223- I 7 

Attorney- Advisor 

Please submit the following document, “Comments from Regulatory Analysis Review 
Group to the Proposed Light Truck Average Fuel Economy Standards for Model Years 
1983-1985” to Docket No. NHTSA-2005-22223. 

This submission provides the complete comments from the Regulatory Analysis Review 
Group (RARG) regarding NHTSA’s December 7, 1979 proposal of light truck standards 
for model years 1983-85, which is referenced in the notice of proposed rulemaking 
regarding the light truck CAFE standards for model years 2008-201 1. In its comments, 
the RARG suggested a CAFE structure in which NHTSA would set “fuel economy 
targets for different categories of trucks, and [use] a pre-determined fleet mix for each 
manufacturer to turn these targets into a composite standard.” 

The RARG was established by President Carter to review rulemaking proposals classified 
as significant under Executive Order 12044. It was chaired by the Council of Economic 
Advisors (CEA) and was composed of representatives of the Office of Management and 
Budget and the economic and regulatory agencies. 



D(ECUIWE OFFlCE OF THE: PRESIDENT 
COUNCIL ON WAGE AND PRICE STABlUTY 

WINRER BUJLDIMG. 600 - 1 T M  STREET. NW. 
WASHINGTON. D.C 205063 

March 31, 1980 

Honorable  Joan Claybrook 
Administrator 
N a t i o n a l  Highway T r a f f i c  S a f e t y  

A d m i n i s t r a t i o n  
Washington, D.C.  20590 

Dear  Ms. Claybrook:  

I n  my l e t t e r  t o  you of Februa- 2 5 ,  1980 ,  I i d e n t i f i e d  t h e  
concerns  on which  t h e  R e g u l a t o r y  A n a l y s i s  R e v i e w  Group (RARG) 
was f o c u s i n g  i n  i t s  review of t h e  N a t i o n a l  Highway Traffic 
Safety A d m i n i s t r a t i o n  I s  p r o p o s e d  L i g h t  Truck Fuel Economy Standards 
f o r  Model Years 1983-85. The RARG now h a s  comple ted  t h a t  r ev iew,  

- and the outcome i s  t h e  enclosed r e p o r t  which I request be p l a c e d  
i n  t h e  p u b l i c  r e c o r d  for t h i s  p r o c e e d i n g .  

S i n c e r e l y ,  

~ c 

/ - 

R -  Robert R u s s e l l  
D i r e c t o r  - _  - 

c 

CC: Members of R e g u l a t o r y  Analysis Review Group 
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In t r s d u c t i o n  

On December 31, 19’79, the N a t i o n a l  Highway T r a f f i c  S a f e t y  

A d m i n i s t r a t i o n  (NHTSA) proposed average f u e l  economy standards fo r  

light trucks manufac tu red  i n  model years 1982-85. _I/ T i t l e  v of 

t h e  Motor Vehicle I n f o r m a t i o n  and Cost Sav ings  A c t  requires that- I 

NHTSA s e t  such s t a n d a r d s  ac the ”maX1mU.m feasible average fuel economy 

level .”  NHTSA proposed specific s t anda rds  for the 1982 model y e a r  and  

ranges  of possible s t a n d a r d s  f o r  1983-85. The proposed 1982 s t a n d a r d s  

are n ~ t  i n t e n d e d  t o  r e q u i r e  s i g n i f i c a n t  changes i n  m a n u f a c t u r e r s ’  p l a n s .  

The comment period f o r  t h e  1 9 8 2  standards closed on January 31, 1980, 

and NHTSA i n t e n d s  t o  i s s u e  them i n  f i n a l  form i n  March 1980.  ””% 
J‘ 

The R e a u l a t o r y  A n a l y s i s  Review Group (RARG) is r e v i e w i n g  

the 1 9 8 3 - 8 5  s tandards  for several reasons. First, NHTSA has 

encouraged a c o n s t r u c t i v e  d i s c u s s j  en Of the r u l e m a k i n g  both  by pro- 

p o s i n g  a range of s tar .dards  and by i d e n t i f y i n g  2nd s o l i c i t i n g  cont.nent 

P 
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F i n a l l y ,  w e  b e l i e v e  t h a t  our  comments can lead t o  a s i w i f i c a n t  

improvement i n  t h e  design and  e f f e c t i v e n e s s  of t h e  standards. 

The report is o r g a n i z e d  a s  follows. First, a summary of 

c o n c l u s i o n s  and  recomi iendat ions  i s  presented. S e c t i o n  I p r o v i d e s  some 

background on the  s t a t u t e  and on previous 115hTSA rulenakings fer  l i gh t :  

duty t r u c k s .  Sec t ion  I1 describes NHTSA' s proposal  for model y e a r s  

1983-85. Section I L L  p r e s e n t s  a methodology for  s e t t i n g  f i n a l  s tandards 

that would concentrate on m i n i m i z i n g  overall vehic le  costs ( i n c l u d i n g  

fuel costs) and d i s c u s s e s  t h e  d i f f i c u l t i e s  o f  using such a methodology, 

S e c t i o n  IV d i s c u s s e s  v a r i a t i o n s  i n  t h e  standards, both by truck type 

a n d  by m a n u f a c t u r e r ,  

setting s t a n d a r d s  that can vary among manufacturers .  S e c t i o n  V 

h i g h l i g h t s  two aspects of t h e  fuel economy regulations t h a t  provide 

manufacturers additional flexibility -- c r e d i t s  f o r  e x c e e d i n g  the 

s t a n d a r d  and nonconformance penalties for f a l l i n g  s h o r t  -- and s u g g e s t s  

w a y s  i n  which these mechanisms d g k t  b e  improved.  

and p r e s e n t s  an  a l t e r n a t i v e  scheme that results in 

/ 

J 
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Summary of Conclusions and Recommendations 

I n  i t s  Notice of Proposed Rulemaking ? A i d  its R e g u l a t o r y  

A n a l y s i s  NHTSA has o u t l i n e d  t h e  h p O r t a P 5  i s s u e s  it must resolve 

i n  d e t e r m i n i n g  appropriate fuel-economy standards.  On most 

of t h e s e  i s s u e s  W R G  has been  unable  t o  reach f i r m  conclusions. 

Thus w e  have no specific findings on t h e  c o s t  and efficacy of v a r i o u s  

t e c h n o l o g i e s ,  83: t h e  specific standards that should  be chosen. our 

s u g g e s t i o n s  relate t o  t h e  r?ethodology NHTSA will use to set standards 

based on i t s  s t a t u t o r y  mandate and t h e  available information. 

* 

S p e c i f i c a l l y ,  RARG recommends that in setting final f u e l  

economy standards f o r  model y e a r  1983-85  l i g h t  t r u c k s  NHTSA: 

(1) Use the following two-step procedure: 

Step 1. Dete rmine  which fuel economy modifications 

w i l l  generate fuel savings greater than  their resource costs, 

S t e p  2 .  

f a c t s r s  -- besefits of oil import r e d u c t i o n  n o t  reflected i n  

g a s o l i n e  prices, 

sacrifices i n  t r u c k  performance -- changes the s e t  of m e a s u r e s  

t ? a t  appear d e s i r a b l e .  

Determine whether  taking into account t w o  a d d i t i o n a l  

and consmer c o s t s  a s soc ia t ed  w i t h  

> -  -. 
- I  
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( 3 )  

(4) 

Take into accoun t  t h e  e f f ec t  of t r u c k  fuel 

economy s t a n d a r d s  on t h e  m a n u f a c t u r e r s '  

abi  iity t o  improve a u t o n o b i g  f u e  1 economy, 

g i v e n  c o n s t r a i n t s  on t h e i r  f i n a n c i a l  c a p a b i l i t y .  

Update  cost  and e f f e c t i v e n e s s  es t imates  

of f u e l  economy m o d i f i c a t i o n s  t o  e n s u r e  ,that 

t h e  s t a n d a r d s  are based upon t h e  most a c c u r a t e  

a v a i l a b l e  d a t a .  

Consider u s i n g  an alternative c l a s s i f i c a t i o n  

scheme that s e t s  a composj-te s t a n d a r d  h a s e d  on 

fleet m i x  for each manufac tu re r ,  t h u s  e n c o u r a g i n g  

m a u f a c t u r e r s  t o  m e e t  f u e l  economy o b j e c t i v e s  a t  

s t anda rd  approach) . 

w 
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I. BACKGROUldD 

The S t a t u t e  

T i t l e  v of t h e  Motor Vehicle I n f o r m a t i o n  and Cost Savlnt 

A c t  a u t h o r i z e s  t h e  S e c r e t a r y  sf T r a n s p o r t a t i o n  t s  s e t  fuel econorn 

s t a n d a r d s  f o r  t r u c k s  and p a s s e n g e r  automobiles.  1/ T h i s  a u t h o r i t  

was d e l e g a t e d  t o  t h e  A d m i n i s t r a t o r  of NHTSA i n  S u n e ,  1976,  2/ 

se t  f l e e t - w i d e  aversge f u e l  economy s tandards that are t h e  same f 

a l l  m a n u f a c t u r e r s .  _5/ For o t h e r  v e h i c l e s ,  t h e  Sec re t aq  i s  a u t h c  

to s o t  separate  s t a n d a r d s  for d i f f e r e n t  clasres o f  v e h i c l e s .  Cor  

l e f t  t h e  c h o i c e  of a p p r o p r i a t e  classes t o  t h e  d i s c r e t i o n  of the 

For p a s s e n g e r  c a r s ,  t h e  S t a t U L s  requi res  t h e  S e c r e t a r y  

S e c r e t a r y .  

The s t a t u t e  r e q u i r e s  t h a t  t h e  s t a n d a r d s  be set  by t h e  

secretary a t  t h e  "maximum f e a s i b l e  a v e r a g e  f u e i  economy l e v e l , "  

- -- I/ 1 5  u.s.C. 2 0 0 1  e& seq. T i t l e  V w a s  e n a c t e d  a s  p a r t  o f  t h e  E n  
p ~ l i q  and C o n s e r v a t i o n  A c t  of 1975.  P u b l i c  L a w  94-163.  

z/ 4 2  FR 25015 .  

a~ 1s u-5.c. 2 0 0 2 ( a )  (1) and ( 3 ) .  The s t a t u t e  specifies s t a n i ~ r  
f o r  m o d e l  years  1978-80 and f o r  nrodel year 1985 and  a f t e r .  It 
au.thorlzes t;e s e c r e t a r y  t o  s e t  s t a n d a r d s  for model y e a r s  198L-E 
15 U.S .C .  2 0 0 2 ( a )  (1). 

4J 15 U.S .C .  2Q02(b). 

9 1 5  U . S . C -  2002(bj. 
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F I n  making t h i s  d i s c r e t i o n a r y  determination, t h e  Secretary is r e q u i r e d  b 

t o  cons' idzr t e c h n c j l o g i c a l  feasibility, economic: practicability, t h e  

effect of o t h e r  F e d e r a l  motor vehic le  standards on fuel economy, and 

t h e  need of t h e  n a t i o n  t o  Conse rve  energy. The standards must be 

issued a t  least 18 months befQre t h e  beginning of the model year to 

which  t h e y  a p p l y .  2J Average fuel economy, and t h e  g a s o l i n e  equivalency 

of alternative f u e l s ,  are to be determined i n  a c c o r d a n c e  w i t h  r u l e s  a n d  

procedures established by EPA. _3/ 

? r e v l o u s  Rulemakinss  

f 
1 

/ 

The f i r s t  t r u c k  standarls were e s t a b l i s h e d  for model year 

1974  trucks in March 1977.  4J The s t a n d a r d s  covered l i g h t  duty 

vehicles  w i t h  a gross vehicle w e i g h t ,  rating (GVWR) of 6,000 pounds or less 

They r equ i r ed  m a n u f a c t u r e r s  t o  achieve a Corpo:ate average of 15.8 , m i l e s  

per gal lon ( n : p c ~ )  

for  a l l  o t h e r  light t r u c k s .  A t  the Same tirile, manufacturers were g i v e n  

t h e  option of mee t ing  a combined s t a n d a r d  of 1 7 . 2  mpg, Captive i m p o r t s  

( v e h i c l e s  sold by a domest , - r  aanuZacturer b u t  not produced i n  the 

I;nit . t-rs states ~r Canada) 

m a n u f a c t u r e r  compliance w i t h  the model y e a r  1979  s t anda rds .  

f o r  4 - w h e e l  -drive general u t i 1 . f : : ~  t r u c k s  and 17.2 m p g  

_ -  w-:rc? ailcwed to be i n c l u d F d  in determining 

2 0 0 2  (e). 

. .. , . .,..., ~ .. . ..," ~--- . . - -  - . . , .,_ 
. .  
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! NHTSA issued s t a n d a r d s  for model y e a r s  1980 and 1 9 8 1  l i g h t  

trucks i n  March 1378, 1/ expanding their Coverage to v e h i c l e s  w i t h  a 

GVdR up to and including 8,500 pounds.  

only up to 6000 pounds) .  

(The 197O ctar.dard app l i ed  

E x e r c l s i n g  this discretionary a t h o r i t y  

t h a n  doubled t h e  number of vehicles subject t o  f u e l  economy 

s t a n d a r d s  and  conformed t o  the definition Of light t r u c k s  used I n  

EPA’s e r n l s s l o n  standards. The n e w  s t a n d a r d s  were 1 6 . 0  m p g  for 2-wheel 

dxive ( 4 x 2 )  and 14.0 mpq for 4-wheel drive (4x4)  light t r u c k s  i n  model 

year  1980,  and 18.0 and 1 5 - 5  m p g  respectively i n  model  year 1981.  

C a p t i v e  imports would n o  l o n g e r  be i n c l u d e d  for determining compliance. 

Separate  s t anda rds  were s e t  

rnpg  in model year 1 9 8 1 )  for m a n u f a c t u r e r s  xhose trucks w e r e  p o w e r e d  

exclusively by e n g i n e s  n o t  used in p a s s e n g e r  cars. T h e s e  s t a n d a r d s  

appl ied only t o  InterncLlonal HarvGstcr ( I H )  , which  appeared unable 

t o  m e e t  b o t h  emission limitations a n t  ;tOrmal f u e l  economy s t a n d a r d s .  z/ 

I 

(14.0 mpg i n  model year 1 9 8 0  and 15 .0  

; 
9 
1 
i 
i 

1 n  response t o  a p e t i t i o n  from Cl i rys l e r  C o r p o r a t i o n ,  NHTSA reduced 

I 
the model y e a r  1981 4x2 s tandard  from 18.0 t o  1 7 . 2  m p g  i n  June 1 9 7 5 .  3J 

F T  4 3  11995.  

2/ 4 4  t”p- 77201- 
; 4 ’  

44 FA 36975 ,  
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p rev rous  r u l e 5  provided  that the  1981 standards w o ~ l d  b~ 

lowered by 0.5 mpg if EPA did n o t  approve the use of improved 

l u b r i c a n t s  i n  fuel economy t e s t i n g  by January 1, 1980. EPA 

r e c e n t l y  informed t h e  Department  of T r a n s p o r t a t i o n  that it w i l l  

n o t  approve their tlse by tile 3ead l ine .  Accordingly, the curren t  

proposal also serves n o t i c e  that t h e  1381 s t a n d a r c s  w i l l  be  l o w e r e d  

0 . 5  mpg. ~ h u s ,  the cur ren t  s t a n d a r d s  for model y e a r s  1980-81 a r e :  

Modcll Year 

1981  - 1980 

4x2 v e h i c l e s  

4 x 4  ve'nicles 

IH 

16.0 16.7 

14.0 15 .o 

14.0 14.5 

4 



S e t t i n g  light truck fuel econorrly s t anc ia rds  is a two- 

s t - 3  prccess. 

scbl;eJt t o  i n d i v i d u a l  s t a n d a r d s .  

f u e l  economy s t a r , d a r d s  for each class. 

The  f i r s t  s t e p  is  to establish etle classes of t r u c k 9  

The secoad s t e p  is t o  s e t  average 

F o l l c k i n g  i t s  p r a c t i c e  i n  p r e v i o u s  r u l e m a k i n g s ,  NHTSA 

h a s  p roposed  setting separate s t a n i l a r d s  for  2-wheel drive, 

drive, and c a p t i v e  i m p o r t  trucks- 1% J r i g i n a l l y  e s t a b l i s h e d  the 

4-wheel drive class p r i m a r i l y  to accommodate t h e  s p e c i a l  charac- 

t e r i s t i c s  of the American Motors f l e e t ,  which consists almost 

exclusively of 4 x 4  trucks wi th  h i g h  off-road performance and  low 

f u e l  economy. - l/ 
e n c o u r a g i n g  an e x p a n s i o n  of i m p r t s .  

class i s  t o  r e q u i r e  the domestic fleet t o  m e e t  t h e  f u e l  economy 

s t a n d , i ~ d s  w i t h o u t  c o u n t i n g  fuel-efficient imports) . 2/ 

4-wheel 

/ 

It e s t a b l i s h e d  t h e  c a p t i v e  i m p o r t  class t o  avoid 

(The e f f e c t  of the  separate 

NIlTSA h a s  also requested comment on c o n t i n u i n g  t h e  s p e c i a  

''I i m i t e d  prDcIuct l i n e "  c l a s s  for I n t e r ; z l t i o n a l  Ilarvester trucks 2nd 

03 e s t a b l i s h i n g  a speci3l  c l a s s  for ChrySler t r u c k s .  NHTSA o r i g i n ?  

e s t a b l i s h e d  t h e  s e p a r a t e  s t a n d a r d  for I n t e r n a t i o n a l  Harvester becal 

t h e  company had little exp?:i?nce developing emisslon c o n t r o l  tech- 

no logy  and a p p ~ ~ r ~ d  unable to t e e t  both ent3-ssions and n o r m a l  f u e l  

economy s t a n d ~ r d s  in model y e a r s  through 198'1- - 3/ NHTSA seeks 



tiawesten: and c h r p l e r  exceptions 

( i n c l u d i n g ,  fo r  purposes of compar ison ,  t h e  proposed 1 9 8 2  s tandard)  

 he suggested ranges  for  4x2 and 4x4 t r u c k  s tandards 

are s e t  f o r t h  i n  Table I .  

Rang3 of proposed s t a n d a r d s  (M3G) 

4 x 4  - 4x1. Mcdel - Y c s r  - 
1282 1 7 . 6  15.6 

1 5 8 3  
18.0 - 2 0 . 0  15.6 - 18.0 

1394 
1G.S - 21.4 16.1 - 1 9 . 3  

1335 
1 9 . 7  - 2 2 . 4  16.2 - 1 9 . 9  



Table XI 

F c e l  CCOKOT;~ (MFG) i r  the Base Case 

4 x 2  

1984 1 9 8 5  1933 

20.1 
19.8 
19.9 

---- 
2 0 . 9  
2 0 . 7  
2 2 . 2  

4 :i 4 

, . , . . . ,. - ",.. _. - ' ~ ~ . -  , .  - -  - - .  . . .  - ,  - 
_ _  . . , 
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The lower e n d s  of the proposed ranges are based on the base 

i15e f o r  the "least capable manufactures* (either AM, C h r y s l e r ,  

t z -  Ford, depend ing  un t h e  year and class), adjusted for a 5 per- 

!nt emission-control fuel pena l ty .  I;/ Tile h i g h e r  ends of the  pro- 

>osed r a n g e s  arc based on an average of EIEITSA's f u e l  economy projec- 

r i o n s  f o r  each  company undez two a l t e r n a t i v e  fue l  economizing 

:cenarios .  Each scenario is d modification of the b a s e  c a s e ,  involving 

in o n e  i n s t a n c e  accelerated i n t r o d u c t i o n  of new models, and ip1 the 

o t h e r  i n s t a n c e  smaller enginez.  - 2/ The new model scenario is based on 

an  acce lera ted  timetable for i n t r o d u c i n g  and s e l l i n g  specific new 

models. The s m a l l  engine '  scenario is based on redesigning engines 

toward minimum p e r f o r m a n c e  s t anda rds  that NHTSA cha rac t e r i zes  as 

" r o u g h l y  e q u i v a l e n t  to performance l e v e l s  of the earby 1950's" 3 /   he 

projected f u e l  cconony levels under t h e  two scenarios are s e t  f o r t h  in 

T a b l e  1x1. 

44 FR 7 7 2 3 2 7  KHTSA s t a t e s  k h a t  it " h s  c u r r e n t l y  of the v i e w  
t h a t  t h i s  p e n a l t y  need nzt-, exist, Stlt i n v i t e s  coment  on the question." 
Lbi.1. p i i l ~ ~ ~ ' 5  d e c i s i o n  d e p e n d s  i n  p a r t  on  what starlduP,., -rr- pLs-,,.,-A- 

c j ~ t - c s ,  a n d  what technologies m m u f a c t u r e r s  m u s t  use to comply. 

-- 2/ 
:i i s c , - p ~ ~ ~ ~ ?  t h a t  it r e s u l t e d  in l i t t l e  additional f u e l  saviriq 
44 P X  7 7 2 0 5 -  

-i-- 

- - , ? c  onn .-.-mm,,~ 

~ T F ~ T S A  also ekplorcd a "payload reduction"scenario, but 

- 
I 

- -- i+lc::cld It n u s t  he a b ~ e  to:  1) maifitsin a s p e d  of 4 5  m i l e 3  per 



f 
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III. SETTIXG STAEIDmDS 

I 

NHTSA has substantial d i sc re t ion  i n  setting f u e l  econcmy 

standards, provided that it considers fou r  l i s t e d  s t a t u t o r y  factors. I/ 

?nITSA has h i g h l i g h t e d  i t s  discretion by p r o p o s i n g  a range of possible 

s t a n d a r d s  for c o m e n t  and by i n v i t i n g  comen t s  on specific factors 

t h a t  might  be considered in c h o o s i n g  final numbers .  

PARG recornvends t h a t  EJHTSA frame i t s  choices by adopt ing  a two-step 

In t h i s  section, 

procedure that focuse-, on i d e n t i f y i n g  the costs and  benefits to the 

n a t i o n  of successively more s t r i n g e n t  s tandards.  W e  a l s o  consider 

the p r o b l e m s  that arise in implement ing  such a procedure u s i n g  t h e  

data avclilclble to IJWTSX. U s i n g  the proposed procedure vi11 not 

m e c h a n i c a l l y  produce a d e f i n i t e  set of standards; j u d p e n t  will 

still be required, The recornended procedure should, however, 

5 3 0 t h c r s  , l i m i t l e s s ,  and  

., ..I , 
. . . . . .. ,. . .. 

, _ , . I  

. .  . .. 
, 
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u s i n g  d o m e s t i c  resources t o  conserve energy or save imported 

oil means t h a t  these resources  cannot be used e l s e w h e r e .  In addi- 

t i o n ,  we want  to E ? R S U X B  that w e  obtain t h e  maximum fuel s a v i n g s  

for a g i v e n  amount  of resources devoted t o  v e h i c l e  fuel economy, 

For these reasons, RARG u r g e s  MHTSA t o  consider the  

ijqht t r u c k  standards i n  the broader context  of its motor v e h i c l e  

f u e l  economy rulemaking. In nos t  casesI t h e   resource^ that manu- 

f a c t u r e r s  w i l l  have to devote  to improving t r u c k  f u e l  economy corne 

f r o m  t h e  same pocket a5 t hose  t h a t  Kill be used to finafice improvements 

in automobile fuel economy. The concern that cnce may have existed t h a t  

t h e  public m i c r j h t  c i r c - m e n t  t i g h t  f u e l  economy standards on large 

passenger cars  by purchasing fuel i n e f f i c i e n t  3 . i g h t  trucks and t a n s  

s e e m s  less  releirank today. The r e c e n t  gasoline price inc rease  

has s h i f t e d  c o n L - z ~ n  f r o m  w h e t h e r  c o n s u m e r s  can be induced  to purch-se 

small czrs to how fast their demand for  these vehicles can be accomodated. 

This does not mean that ETHTSA s h o u l d  avoid s e t t i n g  light t r u c k  fuel 

economy standards - it c a n n o t  under t h e  s t a t u t e .  I t  does mean t h a t ,  i n  

e s t a b l i s h i n g  i t s  s t a n d a r d ,  PIHTSA should t a k e  into accoun t  t h e  changed 

m a r k e t  and t h e  h i g h e r  opportunity c o s t  khat Rust now be placed on 

r e ~ ~ u r c t . 3  used t~ accelerate truck f u e l  economy beyond that which  t h e  

z a r k e t s  i t se l f  ~ ~ u 2 . d  d i c t a t e  

/ 

 he two-step procedure w e  propose, which can be appl ied  

to ba+> ci?rs and  t r u c k s ,  p rovides  a con-ienient Era~;-e*..~r? ~ Q K  dec id ing  

,,3t % h a t  ]-..-pel e , ~  set t h e  fuel eccnomip s t a n d a r d s .  It a l s o  e n c o u s a g ~ s  

ti-:%(-- f L a e l  pcono~.y b e n e f i t s  for a g i v e n  e x p c n d i ? ~ u r e  of TPSO?~';CC+S. 
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S t e p  b. In its Rulemaking Suppor t  Document and its 

P r e l i m i n a r y  R e g u l a t o r y  Analysis ,  NWTSA has i d e n t i f i e d  the variety QE 

W G ~ S  that truck manufacturers can improve f u e l  e c o n m y .  These 

i n c l u d e  t e c h n o l o g l c a l  rnohifications aimed solely at improving fuel 

economy, a n d  va r ious  changes in o t h e r  truck attributes (smaller 

pZiyl?ad, smaX.Ler - e n g i n F s ,  a ~ d -  so- for tk)-- tbak-also _img_rgve f u e l  cconchy, 

T h e  f i r s t  step in dete ,mining  f u e l  economy standards is to determine 
- - _  - _  .. 

w h i c h  of these changes generate fuel. s a v i n g s  t h a t  are greater t h a n  t h e i r  

resotlrce costs, 

If a l l  modifications s i m p l y  involved a tsadeof f b e t w e e n  

resource cos ts  an3 f u e l  economy improvements and if fuel economy 

b e n e f i t s  were measured solely by the expected price of gasoline, 

?IHTSA' s mandate would be r e l a t i v e l y  s t r a i g h t f o r w a r d .  T h e  Agency c o u l d  

s i m p l y  set s t a n d a r d s  ta require f u e l  economy improvemc~ts 'equal  to t h o s e  

ach ieved  b y  t h e  set of changes w a r r z n t e d  clnE?r Step 1. L/ 

U n f o r t u n a t e l y ,  nci.t!-zr the cost=; nr,r  t n ~  b e n e f i t s  are always so 

s t r a i T k t i o r d a r d .  

i 

- 

~ , - . - P  - a: bkc  "uel  economy changes NI-TTSA has u s e d  to defme 

i 
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assumptisn t h a t  imported o i l  is used to produce t h e  g a s o l i n e .  "rhese 

l n d i r e c t  b e n e f i t s  re la te  to n a t i o n a l  sccUc1t.y, the balance of  

p a ~ p e n t s ,  a n 3  t h e  reduced pressure of demand on the world o i l  m a r k e t ,  

f n  s h o r t ,  even if t h e  additional p r o d u c t i o n  cos.t?s stemming from a 

more s t r i n g e n t  s t a n d a r d  ate greater- t h a n  the d i r e c t  v a l u e  of the 

qa3oh.ne saved, as calculated in Step  1, it might s t i l l  be worthwhile 

to impose t h e  more stringent s t a n d a r d .  S i m i l z r l y ,  a m o r e  s t r z n g @ n t  

s t a n d a r d  m i g h t  not_ be worthwhile, e v e n  t h o u g h  it passed the s t e p  1 

t e s t ,  if i t  genera tes  substantial r educ t ions  in performance 

attributes highly va lued  by conslmers. T h e s e  a d d i t i o n a l  c o s t s  and 

b e n e f i t s  can  be called "non-price" c o s t s  and  b e n e f i t s ,  b e c a u s e  t h e y  "1! 
: i  - ,  , ,  

are not c a p t u r e d  by the analysis of p r i c e  e f f e c t s  i n  S t ep  1. 
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e s t i m a t e s  of the soc ia l  pserniu;n for o i l  imports: =3/ NRTSA should 

use sore such estimate a5 a benchmark f o r  its a n a l y s i s .  

consumer  costs can be considered in a roughly analogous 

manner. For example, a modification that generates average f u e l  

sav ings  of $50 per year b u t  c2@creas@s acce le ra t ion  W 3 percent  m i g h t  

w e l l  be found  to yield net benefits. On t h e  o t h e r  hand, if a change 

genera ted  the same f u e l  savings b u t  decreased a c c e l e r a t i o n  by 

3 0  p e r c e n t ,  PIHTSA m i g h t  conclude t h a t  the fuel uains were n o t  worth 

t h e  performance costs. 

T h i s  two-step procedi~r .  i s  consistent with the b a s i c  

approach  and the data c o n t a i n e d  in the NFITSA proposal. 

the p r e l i m i n a r y  regula tory  a n a l y s i s  lists the retail t r u c k  p r ice  

incr-ase per 1 ppg improvencnt for  each model yea r ,  by company a n d  

For example, 

by t r u c k  t ype ,  f o r  t h e  f o u r  cases N H T S A  identified. 2/ Thes- 

r e s u l t s  indicate significant variations in the cost-effectiveness of 

v a r i o u s  control technologies, s i n c e  the r e t a i l  p r i c e  i n c r e a s e  per 

q var i e s  f r o m  5 3 3  to $ 2 5 3 ,  It is difficult t o  use t h i s  infor;n.zitIon 

-n ~ t r ;  c u r r e n t  f o r m  becatrse it combines a number of f u e l  economy 

m o d l f l c a t r o n s ,  arid Secause t-0 t i  gure.5 a r e  not d i r e c t l y  comparable 

to costs and b e n e f i t s .  %ut: auld tK. possible, t ’ s i n g  t h e  same 

d a e z ,  to calculate t h e  cost r educ t ion  benefits of i n d i v i d u a l  

Changes as pnrc of a S t E P  7, aTlE’*;5.iSe 
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B. DIFFICULTIES 

The methodology P.@CGmend%d here should not be c o n s i d e r e d  

a counsel of perfection. M G  recognizes the difficulties of 

estimating t he  costs and benefits -- and ef fects  s u c h  a s  the 

impact  on parGicrilar firms O X  on industry competition -- of f u e l  

economy standards. TWQ major problems a r e  the reliability of t he  

underlying cost and effectiveness data, and the t reatment 'of  changes e 

sn t r u c k  a t t r i b u t e s .  

Tcciznolory and Cost D a t a  

EIHTSA'S determination of the "max imum f e a s i b l e  fuel ,+cqnomyn 

for the truck classes it chooses to use w i l l  be b a s e d  i n  l a r g e  p a r t  

u p n  i t s  judgment of the effectiveness, t i m i n g ,  and cnc;ts c :  * r a r i o u s  

technological modifications in t h e  fleet. 3ne i m p o r t , h  I.. .;; = c: e- i s s u e s  



-20-  

standards is based on +he wider intr~duction of new,  smaller 

t r u c k  nodels and on r e d u c t i o n s  in endine s i z e .  PIHTSA identifies 

as major issues in this ru l emak ing  t h e  extent ta w h i c h  manufac tusz r s  

c a n  "successfully market the new, smaller t r u c k  mbdels" and t h e  

ax ten t  to w h i c h  average e n g i n e  displacement can be reduced "consis- 

t e n t  with l i g h t  t ruck  f u n c t i o n a l  and m a r k e t i n g  c o n s i d e r a t i o n s .  t *  I/ 

R N ~ c  believes that it would be b e t t e r  to v iew changes in v e h i c l e  

p e r f o r m a n c e  as additional coats of requiring particular f u e l  economy 

m o d i f i c a t i o n s  rather than as  a "marketability" issue. ReductFons In 

v c h i c i e  performance r e p r e s e n t  r ea l  costs to cOnS.mers a n d  should be, 

accorded il w e i g h t - -  e q u i v a l e n t  to that accorded production costs 

i n i t i a l l y  ii.;posed on m a n u z n c t u r e r s .  

P 
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r e d u c t i o n s  result i n  a cumulative n e t  lifetime C O R S ~ K ~ ~ ~  savinas of 

$ 1 , 1 2 0  p e r  v e h i c l e .  2J B u t  these flgurrs exaggerate  the ne t  savings 

s i n c e  t h e y  do n o t  take i n t o  s C C O U n t  consumer l o s s e s  frcm r e d u r i n g  

?r;.:uac.l, , : cc t~ i%ra t icn ,  and speed .  

These losses in c o r 1 5 ~ e r  welfare are not easy to measure .  

':I princ:pl;:, they c o u l 2  be e s t i m a t e d  by asking h o w  much consumers  

~ o u l d  h a v e  t o  be p a i d  to select  Voluntarily a m i x  of t r u c k s  that 

hcs t h e  1 9 5 0 ' s  per fo rmance  l eve l .  It may be possible for N ~ S A  

t c r  amass information from surveys o r  s ta t i s t ica l  s t u d i e s  of t r u c k  

m a r k e t  choices t h a t  shed some l i g h t  o n  t h e s e  c o n s a m e r  valuations. &/ 

B u t  ~ ~ t n  if spccif ic c p m t i t a t i v e  i n f o r m a t i o n  i s  l a c k i n g ,  i t  s h o u l d  

be possible to display the tradeoffs b e t w e e n  resource cost, fuel 

eccnr>r;.y, a n d  pc r fo rmance  -- the S t e p  2 analysis i n  our proposed  

procecillrP -- a s  t ; ~  basi.9 f o r  r o u a h  judgments  on o v e r a l l  con- 
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n o n e t h e l e s s ,  based on ; h e i r  a c c e l e r a t i o n  advantages, One m i g h t  

betror v i e w  these improvements in acceleration as essenrially 

r e d u c i n g  t h e  costs  of obtaining the f u e l  economy improvements, so 

t h a t  the overall cost  is considerably lower t h a n  t h e  resource cost 

cf add ing  turbochargers  to t h e  vehicles .  
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t a c g e s  of p rov iz ing  separate s t a n d a r d s  tor diffcr .e l ; t  t r u c k  t y p e s ,  



/ 

- 2 4 -  

S c t t s n g  s t a n  lards t o  encourage  t r a d e - o f f  :, among a: ~ c a r s ,  

i n c l u d i n g  those madc by d i f f e r e n t  m a n u f 3 c t u r e r J .  a 1 lows fuel s a v i n g s  

t o  be achi.cvcd a t  least cos t .  A p e r f e c t l y  fUnCtiOninq i n t e r c o r p o r a t e  

T s r k c t  for fuel-economy c r e d i t s  would allow 1mprOVements t o  be made 

wh+!rc.,rcr it i.l c h e a p e s t  t o  do so.  Manufact!:.rers f a z i n g  h i g h -  

c o s t  opti.or,s f o r  improv inq  f u e l  econofiy w o u y d  b a r g a i n  w i t h  m a n u f a c t u r e r :  

who had low-cost n p t l o n s ,  t h u s  r e d u c i n g  t h e  overall cos t  t o  society 

05 C~C!IJ P V L ~ ~ J  fue l  economy improvements .  I t  i s ,  however ,  not p o s s l b i e  

to e z t a b i l s h  s u c h  a market under c u r r e n t  l a w ,  a n d  rn1gh.c be 

~ m p r a c t s c a l  t o  d c  so  i n  any case. 
t . .  1 ,L 

 he a d v a n t a g e s  of a n  i n t e r c o r p o r a c e  I ~ I ~ L K C ~  i n  f u e l  economy 

c r e r l i t s  nay, however ,  be largely r e d u n d a n t  In ca r  m a r k e t s .  The major  

m a n u 6 a c t u r c r s  a11 p r o d u c e  a range of c a r s  from subcompact  t c  f u l l  

s l z c d .  Faced with m e e t i n g  a single f u e l  economf s t a n d a r d ,  each  

p a n u f a c t u r - r  can d e c i d e  whether t o  place m o r e  o f  i t s  r e s o u r c e s  l n t ~  

l n p r o v l n q  the f u e l  cconomy o f ,  say ,  lts compact c a r ,  or w h e t h e r  I 3 

s+_?ncj=.rd r r , c r e ~ ~ l r . g  the LraCtlOr: OE f u e l - e f t ~ c ~ e r ~ ~  cars  

1~ s t x L L s .  ~ h t p s ,  e i c h  m a n u f a c t u r e r  h a s  f u l l  f l e x i b l l * t y  tc; a c h i e v e  It-s 

strJnt1;.,rd at- least c o s t .  L/ O f  c o u r s e ,  there m a y  be oppor tun l t - i e s  to 

rcdscil c-st-5 f u r thz r  by perrn l t t lnc j  t r a d e s  ~ m a r , g  z a n u f a c t u r r r s  ~r by 

prov ld ln r ;  dlf f e r e n t  corporate s t a n d a r d s  for ?if ferent manufactureL-; ;  

IP 

but s1r.c-e the m i x  of cars by c l a s s  is approximately t h e  s a m e  f o r  the 
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1argr:st m a n u f G c t u r e r s ,  and s i n c e  t%tl technology f o r  i m p r o v i n g  f u e l  

econcmy is s i m i l a r  for aJ.L m ~ n u f c f r + u , - e a ~ ,  a d d i t i o n a l  ~ c - 5 ~  c;avings 

I 
: f r o m  i n t e r c o r p o r a t e  t r a d e s  rire l i t : e l y  L o  be  r@la t ive l_y  s m a l l ,  rhls 

n e e d  n o t  h a v e  been true, and it: i s  n o t  generally t r u z  of foreign 

m a n u f a c t u r p r s .  For example, it w o U l J  p r o b a b l y  ncr be d e s i r a b l e  t o  

r e q u i r e  the same fuel e c o n o m y  ta rge ts  f o r  Rolls-Royce afid Honda. 

The Elcet mixes  of the major domestic p r o d u c e r s  are s u l z i c i e n t l y  

s r m l . l a r ,  h13wever, t h a t  a f i x e d  and uni form staildard i'or cars can 
/ 

I achieve  a r e s u l t  n o t  much d i f f e r e n t  fi-Om St,In&>, d s  t h a t  a!.loded 

i *) 
intercorporate t r a d i n g  of c r e d i t s .  

I '"i 
.*. T h e  l l g h t  t;uck m a r k e t  i s  v e r y  different. For one t h i n g ,  

t h e  diversity of ~ 5 e s  is much g rea t e r ,  r e S U l t l n c  i n  much g r e a t e r  
i 
1 

I 

I 
! 

t people and are r e a l l y  m i n i - b u s e s .  Some arc dcsiGned t o  handle o f f e r s  

potential market s e g m e n t a t i o n .  Some t r u c k s  must f i au l  heavy 1o;ids; 

m i l s t  f i t  t?,e maximum v o l u n e  on a short frame; still o t h e r s  m v s t  h a u l  



classes of trucks 3void5 forcing spec ia l i zed  manufacturers of l i i qh  

(I) a c h l c v a b l e  f u e l  consumption rates d i f f e r  s u b s t a n -  

tially between the t w o  c l a s s e s  ( w h e n  t h e  cost  ~f 

further f u e l  e c o n o m y  improvemenks h a s  reached the 

a p p r o p r i a t e  level) : arrd 
, 

( 2 )  t he  classes make u p  d i f f e r e n t  frac%ions of the 

v a r i o u s  m a n u f a c t u r e r s '  f l e e t s .  

sf-per-ste classes a r e  des i r ab ie  o n l y  if b o t h  conditions h o l d .  z f  
c l a s r e s  have  large differences in a c h i e v a b l e  f u e l  e c o n o m y  b u t  all 

r I i--l'L t - f  - .rs groduced  the same r t F x ,  a combined c l a s s  standard w o u l d  

nct !-+.icc3 an i n a p p r o p r i a t e  burden 011 a n y  o n e  of them. 

~ - ~ : x t ~ J i s h L n a  rlore Classes :  NHTSA'S C o m p r o m i s e  

NWTSA bas  proposed s e t t i n g  separate s t a n e a r d s  for 4x2 a n j  
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I n c r e a s i n g  t h e  number of w e i g h t  2nd p e r f o r m a n c e  classes can lead 

to standards more f i n e l y  t u n e d  to each r r m u f a c t u r e r ' s  fleet. 

. One p r a c t i c a l  difficulty with s l i c h  c l a s s i f i c a t r o n s  1 s  

t h a t  rnanufacCGzer3 ii?a.j modify t r u c k s  t3 just avoid a class  

boundary. Moreover, setting separate  s t a n d a r d s  decreases  the 

E X o x l b i  l i t y  9f &he r e g u L s t o r p  ssherne, p a r t i c u l a r l y  i f  credits 

c a n n u t  be car r ied  over  crnoncj C l a s s e s .  LJ' 

s t7n r3aL-ds  are es t ab lz shcd ,  the rr+anu€acta=ers may have less incent-ve 

t o  r e p l a c e  t r u c k s  OE one cla:,s with t h o s e  cf a more e Z f i c i e n t  c l a s s .  

F o r  example, i t  nay be less e x p e n s i v e  for a manufacturer to achieve 

f u e l  : ;avlnqs by producing a grea te r  f r a c t i o n  of light v e h i c l e s  t h a n  

by mo- j l fy lng  the t e z h n o l o q y :  b u t  changing t h e  m i x  would not "counti i  

S F  s e p 3 r s t . e  s t a n d a r d s  a r e  se t .  

F l n a l l y ,  oncR separa te  

s e t t s n q  separate s t a n d a r d s  for 4x2 a n d  4x4 t r u c k s  provides 

SCYC of t h e  a d v s n t a q e s  of a s i n g l e  s t a n d a r d  s c h e m e  -- e n cour a q L n .q 
cost-effective trades beisvecn w e i g h t  c l a s ses  -- as well a s  some of 

t h e  c -  LdArnes.s  - 

scneme 1 s  c l e a r l y  a cornproruse. 

a i t e r n a t l v e  approach  t h a t  may provide t h e  advantages cf d m o r e  

and  efficier.cy a d v a n t a g e s  of separate c l a s s e s .   ut the 

In t h e  next secr t lon  w e  present  an 
--\ 

d z t a i  Led classification sys tem n i t 3 o u t  i t s  disadvantages, 
/ I 

2J tv'e d i s c u s s  carry-cvers of credi ts  more t h o r o u g h l y ,  b e l o w ,  I * I 
> ,  

I 

I 
I 



 he a l t e r n a t i v e  approach explored here involve.: $ - ? t t i n y  

f u e l  cconomy tarqet~ f o r  d i f f e r e n t  c - l t e q c r l e s  of t r u c k s ,  rind 

~ ~ l n q  a p r e - d e t e r n l n e d  f l e e t  mix for each m a n u f a c t u r e r  t o  turn 

t c 3 . r c j q t s  into a c o m p o s i t e  s t a n d a r d .  

w o i l l d  be set, T a b l e  I V  c o n v e r t s  NHTSA's base c a s e  s t a n d a r d s  f o r  4x2 

t h e s e  

TO illustrate how s L c h  a s t a n d a r d  

1 

i 

F r a c t i o n  riiEg _I_I_ 

i 1983:  C:M 1 8 . 0  .70 
i 
J Ford .74  

Chrysler " - 7 4  
AM 0 
IH 0 

I 

1 

t 

Y 

t 

1984:  GX 1 8 . 7 0  , 7c  
Ford .74 

C h r y s l e r  " . 74  
m c 
IH 0 

? 
, 

I 
1 

snr3 4 x 4  t r u c k s  into a single composite s t a n d a r d .  f o r  each m a n u f a c t u r e r  

Table IV 

C a l c u l a t i n g  a Composite S t a n d a r d  for each m a n u f a c t u r e r  
/ 

I_ 4 x 4  compo>c 
i"_E9 Fraction- S t a n  dmrc 

15.6 . 3 0  
.26 
- 2 6  

1.00 
1.00 

1 6 . 1  .30 
* 26 
e 2 6  

1.00 
1.00 

# 

9 

I 

l 

I t  

I 

17.21 
17,31 
1 7 . 3 1  
1 5 . 6 0  
1 5 . 6 0  

1 7 . 9 0  
18.01 
1 Q  n i  

16. LO 
16. LO 

-.-,."I 
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c o p p o s i  tc a p p r o ~ c ' n ,  MHTSA coul.? establish a r i c h e r  set of  p e r f o r m a n c e  

ca tcgor les  than slmply these two, without removing i n c e n t i v e s  t o  shift 

t h e  f l e e t  m i x .  T o  implement t h e  Composite approach, NWTSA w o u l d  use 

t r u c k  ca tegor ies  o n l y  as a tool f o r  c a l c u l a t i n g  the f u e l  econcmy scam- 

<lards f r o m  cs teqory by c a t e g o r y  Lwl-economy targets. The c o m p o s i t e  

s t a n d a r d  itself would, i n  t h e  usage of t h e  s t a t u t e ,  he c l a s s l e s s .  

W 1 k . h  a p p r o p r i a t e  leglSlatiGn, the f u e l  economy s t a n d z r d s  

f o r  cars e n ?  t r u c k s  n i g h t  be combined into an o v e r a l l  compositt.! 

s t a n d a r d .  T h i s  would add more f l e x i b i l i t y  f o r  f i n d i n g  t h e  l e a s t - c o s t  

method of s a v i n g  f u e l .  S e t t i n g  separate standards f o r  c a r s  a n d  t r u c k s  

c o u l d  c o n c e i v a b l y  r e d u c e  overall f u e l  economy, by i n d u c i n g  a s f i l f t  ln 

d e m a n d  ?way f r o m  cars tot-?irds less e f f i c i e n t  t r u c k s ,  a l t h o u g h  market  

rcspQnses  t o  h i g h e r  fuel pr i ces  seem t o  have b l u n t e d  t h r s  shift. 

zny cl-rent,  a composite c s r / t r u c k  s t a n d a r d  would give r n a n c f a c t u r e r s  

p ropz3r  r n c ~ n t i v ~ s  t o  avotd  s u c h  snlfts. YHTSA s h o u l d  e-cplore t h i s  

ont-cn, a l t h o u g h  It 1s not avei i lsble  u n d e r  t h e  c*clIrevit l a w .  
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, 
each  truck m a E u f n c t b r e r  r a i se s  several p o t e n t i a l  d i f f i c u l t i e s ,  

i 
Lncluding p c s s i b l e  effects on t h e  c o m p e t i t i v e  structure of t h e  

j 
, i n d u s t r y .  k;c are n o t  prepared t o  recommend t h a t  NHTSA a d o p t  t h i s  
i 

i 
m o d i f i c a t i o n  since a f u l l  assessinent w i l l  require c g n s i d e r a b l e  

i 
a d d i t i o n a l  a n a l - y s i s .  W e  do recommend t h a t  NHTSA c o n s i d e r  t h e  a p p r o a c h  

, in i t 3  f i n a l  r e g u l a t o r y  a n a l y s i s ,  a d d r e s s  t h e  s t r e n g t h s  and 

weaknesses  of the a p p r o a c h .  I n  t h e  r e m a i n d e r  of t h i s  S e c t i o n  w e  

summarize some of t h e  advan tages  and p o t e n t i a l  d i f f i c u l t i e s  of t h e  
4 

1 schemq. 

T h e  fundamental advanta?e of c o m p o s i t e  s t a n d a r d s  i s  t h a t  

t h e y  give m a n u f a c t u r e r s  greater f l e x i b i l i t y  t o  meet g i v e n  fuel-economy 

o b j e c t i v e s  lowest c o s t .  M a n u f a c t u r e r s  h a v e  greater  G i s c r e t i - o n  t o  

choose ~ ~ ~ h i c h  c lasses  of v e h i c l e s  to improve,  and whethex Lr, i n c r e a s e  

lower costs for three major r e a s o n s .  F i r s t ,  t h e  m a n u f a c t u r e r s  may 
later acq.Gir- b-L--- . r  

c - ( - L ~ L  r n r o r ~ a r i o n  aboiit the COSTS arid e f f e c t r v e n e s s  of 

fue L-s;avincj oil , t h a n  is available t@ NHTSA a t  t h e  t ime  the s t a n d a r d s  

are set. Seconc?, t h e  least test n ix  of IrnproTIements may v a r y  from 

m a n u f a c t u r e r  t o  m a n u f a c t u r e r ,  nak ing  i t  impossibie for NT-iTSA to se t  

c l a s s - s p e c l f Z c  standzrds t h a t  a r e  o p t i m a l  for every m a n u f a c t u r e r .  

e f f i c i e n t  classes. 
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To i l l u s t r a t e  this last p o s s i b i l i t y ,  suppose that t:le 

4 X 2  and  4x4 s t a n d z r c i s  are la and 1 6  mpg r e s p e c t i v e l y .  F u r t h e r  

s u p p o s ~  that, a t  these l e v e l : ,  t h e  le5ource cost  for cln a d d i t i o n a l  

I mpc; improvement i n  e i t h e r  c l a s s  is $ 5 0  p e r  ca r .  Under- c l a s s  

specific s t a n d a r d s ,  the manufacturer w i l l  spend up t o  $ 5 0  p e r  myg to 

inprove the f u e l  economy of any p a r t i c u l a r  v e h i c l e ,  b u t  w i l l  forego an 

opportunity to improve average f u e l  economy that may be  much cheaper -- 
r e p l a c i n g  some 4x4's w i t h  4x2's. Each s u c h  r e p i a c e m c n t  g e n e r a t e s  a 

2 mile p e r  g a l l o n  improvement .  For s m a l l  changes, this improvement 

i s  v i r t u a l l y  coc;tless b e c a u s e  

the m a n u f a c t u r e r  and  cor~zlms r 

i n  the r e l a t i v e  proi luct i~; :  1: 

r r eas i~ rcd  by consuine?:~ ' 7.,3553 
/ 

a t  e q u i l i b r i u m  pr ices  and q u a n t i t i e s ,  

bo*\ a r i  i n d i f f e r e n t  t o  s m a l l  s h i E t s  

cncir t-.:-?e of v e h i c l e .  The  cost -- 
f r o m  i n f e r i o r  t r u c k  a t t r i b u t e s  -- 

will i n c r e a s e  a s  the ;>rocluckion s h i f t s  away f r o m  t h e  p r i o r  e q u i l i -  

briurn m i x  of 4 x 4  a n d  4x2 t r u c k s -  The composite standard wilJ give 

t he  m a n u f a c t u r e r s  t h e  i n c e n t i v e  t o  S u b s t i t u t e  among c lasses  t o  the 

S a m e  degree c h a t  t h e y  exploit e-Jery o t h e r  opportunity t o  improve 

fuel economy. - 1/ T h u s ,  Lhe Composice standard m a y  b e t t e r  encourage 

r e s o u r c e  c o s t  a n d  c h a n g e s  i n  consumer valuation of a t t r i h u t c s .  

.,~ ~ ,~ ., .... ._..I ._ . . .  . .. - .- .- . .  . .. 
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T ~ C ?  c~ompositc: s t a n d a r d  may also give MIITSA t h e  f r e ~ d o n  

to IJSC ~ 1 .  richer r e t  of c l? s ses  to d e a l  w i t l !  the prc lb l em of s e t t i n g  

s t a n d a r d s  that are a c h i e v a b l e  by the m a n u f a c t u r e r  least capable  of 

making  fue& economy improvements. For exax lp le ,  i n  the 1980-51 r u l e -  

making,  III r e q u e s t e d  t h a t  NIITSA e s t a b l i s h  d s e p a r a t e  class fc r  t ruck  

w i t h  a gross  v e h i c l e  w e i g h t  r a t i n g  Over 6 0 0 0  pounds to 'accommodatc  * 

i t s  greater proportion of heavy t r u c k s .  The  agency declined, n o t i n g  

that z s t a b l i s h i n g  s u c h  a s e p a r a t e  Class w o u l d  remove any i n c e n t i v e  f 

zEr to iK,;rove f u e l  economy by r e d u c i n g  t h e  GVWR 3f i t s  t r u c k s  below 

a special I H  c lass .  Eut under a c o m p o s i t e  s t a n d a r d ,  t he  I H  proposal 

~ q u 1 3  have had fewer drawbacks.  A composite t h a t  i n c l u d e d  a c l a s s  

f o r  heavier  t r u c k s  would accommodate t h e  IH f l e e t ,  w i t h o u t  removing 

i n c e n t i v e  to downs ize  i t .  A S  discu:-I;n(l a-Jove', t h e  c r i t e r i a  f o r  d e s i ?  

n a t i n g  a d d i t i o n a l  classes should  -be p e r f c m x m c e - r e l a t e d  differences i 

p o t e n t i a l  f u e l  economy and  d i f f e r e n t  r e p r e s e n t a t i o n  i n  d i f f e r e n t  flee 

(3 
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b p f o r e  t h e  model ye,?.- to  which the s t a n d a r d s  apply. i/ P r o j e c t i n g  

Elect mix ccctrrstcly c a n  be q u i t e  d i f f i c u l t ,  however, a n d  embedding 

v1ch p r o j e c t i o n s  in composite s t s a d a r d s  may b e  inadvissbie, For 

e x a m p l e ,  p r o j e c t i n g  fleet m i - r e s  might r e q u i r e  NIITSA t o  m a k e  quit- 

s u b j e c t i v e  j l ;dgments  a b o u t  m a n u f a c t u r e r s  i n t e n d e d  m a r k e t i n g  p l a n s .  

TO a v o i d  hav ing  t o  make p r o j e c t i o n s ,  MFITSA m i g h t  consider basir .g  

c , ~ c h  year's compos i t e  s t a n d a r d  on a lagged f l e e t  mix; f o r  e x , a m p l ~ ,  

a manufactuyor's 1 9 8 5  standard might  be based on its 1 9 8 3  f l e e t  mix. 

A t-40 or thrce year l a g  would a l l o w  t h e  s t a n d a r d s  t o  be c o n t i n u a l l y  and  

a u t o m a t i c a l l y  a d j u s t e d  as m a n u f a c t u r e r s  changed  t h e i r  f l ,?et  cornpcs i t ion .  

- 

i.%ile u s i n g  a IsTqed fleet m i x  a s s u m p t i o n  w i l l  g i v e  an 

i n c e n t i v e  p r o d u c e  r)ore fuel e f f i c i e n t  classes, the incentive 

be p a r t l y  diluted. by t h e  m a n u f a c t u r e r s '  r e c o g n i t i o n  t h a t  t h l s  

d l sadvankages  o f  alternative m e t h o d s  of  s p e c i f y i n g  f les t  m i x .  

h 

-.. . .I _--."  . .  " . . ~  . . ~ . . . , - . . . . ,  . ~ . _ .  
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A c o n p o s i t c  s tzndcl rd  1.2 l i k e J y  t o  change t h e  relative 

p r i z e s  of t r u c k  t vpes ,  rompnred  t o  p r i c e 3  under a c l a s s - s p e c i f i c  

standard. M m u f a c t u z e z s  will tend to inCr2c;Se the p r i c e  of t r u c k s  

w i t h  poor f u c l  economy, and lower t h e  p x i c c  of f u e l - e f f i c i e n t  t r u c ] ( s  

1s t h c y  r:eet the cDmposi ta  stcinctard. 

While t h i s  change i n  the r . - . l a t i ve  p r i ces  of different t r u c k  

c i n s s e s  s h o u l d  result i n  c o n s u m e r  c h o i c e s  more cnnsiskent w i t h  overall 

n d t - i o n a l  <>b jec+ ives ,  t h e  ChZFge may also have u n z q u k l  i m p a c t s  On 

d i f f e r e n t  m a n u f a c t u r e r s .  F o r  i n s t a n c e ,  t h e  p r o f i t a b i l i t y  of compar,ies 

that sp2cialize i.2 4x1s c o u l d  i r c r e a s e  compared t o  t h o s e  who produce  

v o s t l j p  4x2:;. @n the other hand,  t h e  i n c r e a s e d  f e l x i b i l i t y  of t h e  

c o m p o s i t e  s t a n d ; r r d  m a y  b e n e f i t  p r i m a r i l y  t h o s e  xanufac. .  I T  ers w i t h  

t h e  most d i v c r s i f i e d  fleets, o r  t h o s e  w i t h  i n a d e q u a t e  c a p i t a l  t o  

in:prove -,11 n p i e l s  s i n u l t a n c o u s l y .  These  d i f f e r e n t i a l  f i r m  cfCects 

could I n f l u e n c e  t h e  s t r u c t u r e  of t h e  i n d u s t r y ,  arid desm?ve c a r e f u l  

exn:n i .nz t ion. Is 
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~ o m c 7  flexibility - provided t h e y  are  w i l l i n g  to pay the price - w h i l e  

keezting s t e a d y  pressure €os conformance. 

T~E? p r o v i s i o n  allowing c a r r y  forward and carry back of 

c,-e&ts is a p a r t i c u l a r l y  attractive fea ture ,  It encour-tgcs F I I Q I I  - 
f n c t u r c r r ;  to look for f u e l  zconorny im~roverneatts i n  the a ?:.L L in which 

they can  be secsrcd most c h e a p l y ,  s i n c e  t he  rcl?s3lt,in-; C Z + ? ~ A ~ . : : S  c-3n be 

u.*xi i n  ether years. 

ThP n o n c o m p l i a n c e  pe? .a l ty  might be even more attractive 

ig i t  w e r e '  t r e n t e d  &S a ".fee" rather thar .  u , - m a l t y ;  if failure t o  

mr?ct : ~ X T - ; C J * I ~ ~  standards were not character ized as "unlawful c o n d u c t ;  " 

i f  t h e  pro-ri.sions a l l o w i n c ?  carry forwar6 and back were expsnded  to  

cob 'c more years; and i f r '  carry overs to  other classes of trucks, 

apd pe rhaps  cven passengec  automobiles were a l l o w e d .  RARG e n d o r s e s  

PT : '~T~A' s  efforts t o  s e c u r e  2hZ  C i - - , t  three of these changes th rough 

i 
C ) V ~ T S  o t h e r  clas'se~ m a y ,  at l ea s t  In s@me i n s t a n c e s ,  be des i rab le .  

r 

1 n t Q r - c  l a s s  ave r tg ing  can p r o y r i d c  pany of t he  flexibility advantages P 


